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HOUSTON INDUSTRIES INCORPORATED
CAPITAL STRUCTURE
LONG TERM DEBT

Issue i
1 Senior deb , 9Vns, due 1996
2 Subsidiaries' debt

SUBSIDIARY PREFERRED STOCK ,
Issue

I Houston Lighting Si Power Co , cum
p f d . . . .

CAPITAL STOCK - , '
Issue

I Common

Rating
Ba«2

Par
Value Rating

No Par IS
Pnr

Value
No par

Rating

Amount '
Outstanding
SI 09, 129,000 1
3,241,482,000 1

Shares "
Outstanding

See Text 01
Shares

Outstanding
mi 18, 184,000

HTTimes
Chiracs Carned
1988 1987 "

• 1 40 2 84
Earned per Sh

1988 1987
Hi

Earned per Sh
1988 1987
ll&) 34 tlttl 74

1 4 ,

' ' Interest
Dates

• 1 l -&Al r > .-
1 . . .
' Dlvs per Sh
1988 1987

PI . lil . .
Divs. per Sh

, 1988 )9g;
t2 91 13 86

Call
Price

14,105 U

Call
Price

Ml
Call
Price

Price Range
1988

101 '/i- 97 98Vi

Price Range '
1988 ' 19JM

m
Price Range

1988 1981*
33'A- 26V« ' '

mBased on avg shs as reported by Co fOTimcs over-all charges (after income tax)1 UlFor.additional details, see Houston Lighting & Power!
appended statement (CSubject to change, see text

HISTORY
Organized in Tex in Oct. 1976 by Houston

Lighting & Power Co (Houston Lighting)
On Jan 14, 1977, pursuant to a merger and cor-

porate rcslrucluring plan, Co became the owner of

LETTER TO SHAREHOLDERS
by Don

0 Jordan, President and Chief Executive Officer,
as It appeared In Co 'e 1088 Annual Report *

Houston Industries has been successful In
taming its financial stability through at
of uncertainly, and we have provldeo
our common stock with uninterrupted qui
dividends for 67 consecutive years, bolh I:
of record earnings and In periods of si

flow and more Stable earmng. for oursubsidiary which develops and markets high Inten
sity discharge lights driven by electronic ballasts

In Dec 1985, The North American Coal Corp
through S0eSrDic7ac,iu,tonndu.trieS 'con.o.
dated earnings were IJ95 million, or «34 per
share, In 1988, compared to I4J5 million, or S3 74_.._._. ... . ... - - - . - -_ — — .... ........... _. „.. Austin Litigation Resume*

announced that' Utility Fuels, Inc , a subsidiary of per share, In 1987 I am extremely proud of the progreu
Co acquired North American's Coals 45% Interest Earnings for HL&P were $369 million, or tl 12 made in bringing a long era of power pltiUj
in certain lignite reserves near Malakoff, TJC, per share, In 1988, down from *409 million, or ytruction very near to a successful £oi

T,. i oo A r-« rnrm./* vi»T r-nvt T*~~rn~rntaA *3 51 per share, a year earner HL&P has nol had However, I am disappointed that one c o i u .In 1986 Co formed KBLCOM Incorporated an m£mn ln base rates since December Iv8« and related issue remami unresolved We h»v»]
In Jan 1987, Co formed Development Ventures, ls nol |u)ly recovering the cost of two new general- unable to settle a long-standing legal disput

Jnc mg units placed in service since that time the City of Austin, one of the South Texu I
In Jan 1987, Houston Industries Finance, Inc Ill's consolidated earnings also reflected an M6 owners 4

began purchasing the accounts receivable of million loss for Primary Fuels, Inc. In 1988, follow- Although we succeeded In reaching an f
HL&P mg a $4 5 million profit for our oil and gas subsidi- court settlement, which both parties believet

In Mar 1988, KBLCOM Inc. a subsidiary of ary a year earlier Utility Fuels, Inc, our coal sup- In their best interests, we were unable to
Company, acquired the United States cable telev- ply subsidiary, reported record earnings of *J4 6 one condition of the agreement The Milk
sion interests of Rogers Communications Inc • million in 1988, an Increase from 114 2 million the was contingent on HL&P obtaining a rullnj

previous year the Public Utility Commission that the i
RIIQINPQQ Our 1988 earnings were solid in view of factors was In the public interest The PUC ( _

;-. , . which are Impacting the Company in the short- give such a finding and ruled that the u»u«J
Co is a holding company operating through term, and I am confident that our current actions, be considered in future rate proceeding! VJ

subsidiaries such as seeking approval for rates which reflect mately exercised our right to terminate thlj
Houston Lighting and Power Co is engaged In HL&P's current costs, will improve our long-term ment rather than nsk future disallowances

the generation, transmission, distribution and sale financial performance Trial of the case began in March
of electric energy, serving (in area of the Texas
Gulf Coast Region, estimated at 5 000 square miles, Construction Ending Rate Gate Pendlnu

, , Houston LightlngS Power Company achieved
in which are located Houston (the largest city In 5cveral major milestones in completing a power "J. ™J* '
Texas) and 156 smaller cities, villages and commu- plant construction program, which, wilt ensure a well and we
mtiea As of December 31, 1988, the total assets stable, secure electricity supply into the late- 1990s
and common stock equity of HL&P represented HL&P placed the first nuclear unit at the South

'

expected to be a lengthy legal process

HI Narrows Strategic Focus
- . - - - - - - - ___. _r-~~— —•- ----- ..--.— -.... ... ..... ..___ Houston Industries took a major step]

89% of both the Company's consolidated assets Texas Project in commercial operation on August growth of it diversified businesses
nnd consolidated common stock equity For the 25, 1988 STP Unit 1 is the first operating nuclear purchase of the U S cable propertiej i_ .
year then ended, the operations of HL&P unit in Texas In March 1989, HL&P received a Communications, Inc The acquisition,'!
accounted for 93% of the Company's consolidated full-power operating license for the second STP closed in March 1989, makes our cable I
net income unit, which Is on schedule for commercial opera- subsidiary, KBLCOM Incorporated, one (

tion in mid-1989, and which is the last new gcner- largest cable operators m the country
- • - - - - • - • • - - - - We entered the cable industry in 198(11

i operating similarities to our core elect
business ' We are expanding In thit

._ -_- . _ . . . „ _ _ „ _ _ . . . _ , .. - — --„-- because our earlier cable venture hu en«
recovering our investment through higher electric expectations, particularly m terms ol thiL
rales In November 1988, we filed a request for a which we've enjoyed in the value of otfl
W32 million base rate Increase The request is the ment. The properties we acquired from JUT
first in a three-step rate moderation plan designed high-quality systems serving attncuvtj

year then ended, the operations of
ccounted for 93% of the Company's cons
ct income
Primary Fuels, Inc engages in oil and gas explo-

ration, development and production Company has
sold or has agreed to sell Primary's U S Canadian , .--. - - - . , .. -- ----- - - - - - - ....— ------
and Argentine operations and is seeking buyers for associated with the construction of new plant facil-
it's remaining operations located m Greece and lues —obtaining, regulatory, approval, to .bcgm
Indonesia

Utility Fuels, Inc provides coal and lignite sup-
ply services to HL&P Innovative Controls, Inc

alms unit we are building at this time -. _ ..-__
We are now working to clear the final hurdle its operating

*\~ , - --- . —— —, , » < , , — tual 111 a wucu-mcLj Ifttc luuuciMviwii iJitiii ucautucu ,»B,i^4«B
develops, manufactures and markets high Intensity to anow HL&P to fully recover the ecst of building markets
discharge lights and operating the new plants, while also softening,

KBLCOM Incorporated serves over 550,000 the impact of higher rates on the local economy
cable television customers in four states KBLCOM mmrim R«llaf R«auMt*d
also owns a 50% interest in Paragon Communlca- «?" !,„ "„; MIVK-I n rfi>e d °
aiso owns a airy/, interest in raragon ^ommunica- «ij, ,!„ nm »i-,«-> n .̂,-,.1™ «„ «,,r mi. ,-„..
m "aVo^tef ̂ ^"T"8 """""̂  "^ ^&-™.^££tfSS<tfaS?PM£ Sffimg approximately 735,000 customers lty Commission of Texas to approve the use of

Houston Industries Finance, Inc purchases the deferred accounting for costs associated with STP
account receivable of HL&P Unit t and Unit 2 at the Limestone lignite plant,

Development Ventures, Inc provides start-up which has been in commercial operation since
financing for promising small businesses and December 1986

We are building long-term growth
through our diversified business, and i
long-term perspective In evaluating
Because it takes a number of yean to t
mg a profit in the cable Industry, we I
that the Rogers acquisition will

invests m established funds

PROPERTIESUT ' ... .. ,Through its subsidiary, Houston Lighting

If approved as requested, deferred accounting
will allow HL&P to seek later recovery of operat-
ing and carrying costs for bolh units from the
commercial operation date of STP Unit t until
rates reflecting those costs take effect. This

,B

.
Power Co , Co owns and operates generating facil- accounting treaatment also would eliminate a drain
itics with an aggregate nameplate caacit of ' "™
13,259,000 kilowatts

Aitics with an aggregate nameplate capacity of on HL&P's earnings of approximately 117 million "™ ™i
1,259,000 kilowatts a month, which is Resulting from commerdftl oper- ?",.?ji

Utility Fuels, Inc. owns railroad cars and coal ation of STP Unit 1 without rates which reflect the SS,?Jd

5lttrtuP
long-term strategic

Hi's expansion In the
in our decision to
'- "rly 1989, we

$270 million 11
of

We
sell

U,. i

handling facilities used to provide coal supply ser- unit's costs I believe the PUC will recognize our ~o,~.~r d^r.j^n'in" «„":„,("jnYh* "Wi-I
vices to HL&P's W A Parish plant and co«f han- critkal need for this Interim relief and will approve |eave the oil and gaj industry 11 '
dlmg facilities at HL&P'a Limestone lignite plant, the use of deferred accounting our d|VerglfiCat,on strategy of fod
The UFI fleet totals 2,375 railroad cars which com- Regulation Will Impact Outlook nesses similar to our core busmen, \

The South Texas Project Is a quality nuclear the same types of management
plant, which was built at a cost that compares gained in the electric utility industry
favorably with the cost ol other nuclear plants We remain committed to selecuvi
built during the same time period I am convinced as an avenue for future growth .
that STP and the other facilities which HL&P a non-utility business activities could
seeking to include In electric rates will provide curtailed if the Securities and E»ch
substantial long-term benefits to customers. We slon adopts a proposed rule which \.,_
have prepared a strong rate case to demonstrate llally limit diversification by Intrutiti I
those benefits and to document the costs we are tng companies, including Houston In*,
seikmg to ircovcr Howewcr, the outlook for are monitoring this proposal and will
HL&P is highly dependent on the decisions to be right to select a balance of regulated r
made by rcHulators ' lated businesses to benefit our invnlon

prise 19 trains used for hauling coal

SUBSIDIARIES (wholly-owned)
tflHouston Lighting & Power Company"
KBLCOM Incorporated
Utility Fuels, Inc
Innovative Controls, Inc
Houston Industries Finance, Inc
Development Ventures, Inc

QJSee appended statement



r


